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TODAY'S HIGHLIGHTS 





Zeepipe pact paves way for 450-billion cu meters of 
Norwegian gas supply to Europe by 1996. 


Royal Dutch/Shell-, Total-led consortia said leading in 
bid to build, operate Portuguese gas system. 


Nigeria says more than one-third of its crude shipped 
to foreign refineries under term processing deals. 


Two independents in Louisiana are charged with flowing 
contaminated oil into Shell's Ship Shoal pipeline. 


Bill to impose economic sanctions against South Africa 
faces uncertain future in U.S. Senate. 
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DISTRIGAZ, NORWEGIANS INK PACT TO 
BUILD TERMINAL, SHIP GAS TO N.E. EUROPE 





Brussels 9/7--Belgium's Distrigaz and Norway's Zeepipe 
Group, with Statoil as operator, have signed an agreement 
to construct, own and operate a terminal at Zeebrugge, 
Belgium, to receive Troll and Sleipner gas in the 1990s, the 
companies said today (ON 8/24, 4/15). 

A separate transit agreement to move the gas through 
the Distrigaz grid to the French border has also been 
signed by Distrigaz and the Norwegian Troll and Sleipner 
groups. The two agreements are directly linked to the 
contracts to sell 450—billion cu meters of Norwegian gas to 
West German, Dutch, Belgian and French buyers in 1996 
(ON 6/3/86). Contracts have also been hammered out with 
Austria and Spain. 

The new system, called Zeepipe, will operate in 1993 
from Sleipner and from Troll in 1996. Both the existing 
Statpipe-Norpipe system to Emden in West Germany and 
the new pipeline system from Troll/Sleipner to Zeebrugge 
will be used. 

Distrigaz has a 51% stake in the Zeebrugge terminal, 
with Statoil holding 34% and eight other partners owning the 
balance. Statoil has a 70% stake in Zeepipe with seven 
partners holding the other 30%. Zeebrugge wiil be built and 
operated as an integral part of Zeepipe, both operated by 
Statoil. Distrigaz will be the shipper for the transit to the 
French border. 


NNPC SEES RISE IN RESERVES, REFINING; 
STILL SEEKING STAKES IN FOREIGN OPERATIONS 





Lagos 9/7--More than one-third of Nigeria's crude 
production is being shipped to foreign refineries for 
processing under term contracts, and the country still plans 
to own "substantial" shares in some downsteam operations 
outside the country, according to a review of Nigerian 
National Petroleum Corp. (NNPC) activities for the past 
three years. 

Nigeria, for example, is said to be close to acquiring a 
stake in Elf Aquitaine facilities and is negotiating with the 
Irish government for a stake in the Whitegate refinery and 
Whiddy storage facility (ON 9/6, 9/2). 

A memorandum of understanding signed between NNPC 
and foreign oil companies in 1986, which was revised in 
1987, gave a "tremendous boost'' to the Nigerian oil 


1988 Page 1 


industry and E&P activities in particular, the review said. 
The memorandum contains a package of incentives to 
encourage E&P investment, which led to 12 exploratory 
wells being drilied in Nigeria in first half 1987 vs 14 
exploratory wells drilled in all of 1985. 

Current oil exploration efforts, the review said, will 
increase the country's reserves by about 81-million bbi of 
crude and 150-million Mcf of natural gas. Among the 
recent upstream activities highlighted in the review is the 
planned development of the Oso condensate field by Mobil 
Producing Nigeria (Mobil Corp.) and NNPC (ON 7/13). 

The country's refining capacity will reach a projected 
440,000 b/d next year when the fourth refinery located at 
Port Harcourt comes on stream, vs 1985 capacity of 
230,000 b/d. "When the new Port Harcourt refinery 
comes on stream, Nigeria will become a net exporter of 
petroleum products instead of an importer,’ the review 
states. 

It also said the goverment is committed to the 
development of an LNG project, adding Nigeria hopes to 
have some product available for export to Europe by mid- 
1990s. Markets have been found for more than 68% of 
the 4.5-million tonnes/yr of LNG expected to be processed 
(ON 6/24). 


\s KOREA PLANS 28% EXPANSION 


F REFINING CAPACITY BY 1991 





Seoul 9/7--The Energy Ministry has approved plans to 
increase South Korea's oil refining capacity by 235,000 bbi 
to 1,075,000 bbi by 1991 to meet the growing demand for 
products. 

Original government estimates were for oil consumption 
during the 1988-92 period to grow by an average of 5.3%, 
but 2 revised plan calls for demand to increase 10.3% from 
635,000 bbi in 1988 to 942,000 bbi in 1992. 

Each of the country's five oil refineries sought 
government approval for a combined 445,000 bbl expansion, 
but the ministry approved only the 235,000 bbl gain, pending 
further study on overall oil consumption in the coming 
months. 

Among expansion proposals approved by the government, 
Yukong Ltd. was authorized to increase refinery capacity to 
375,000 bbl from 280,000 bb! at an estimated cost of $112- 
million. The foreign technology and design supplier will be 
selected by the end of the year, with work on the 
expansion scheduled to start early next year. 

Kyung in Energy Co. Ltd. will build a 100,000 bbl facility 
by 1991 and will convert its outdated 60,000 bbl refinery to 
a "visbreaker" that can process bunker C fuel into diesel, 
naphtha and other light oils. The estimated cost of these 
projects is $167—million, with the foreign supplier to be 
chosen by the end of the year. 

In addition, Ssangyong Oil Refining Co. will expand its 
facility to 160,000 bbl from the 60,000 bbi at a cost of 
$120—million, with the supplier also to be chosen by the 
end of the year. 


PORTUGAL NARROWING FIELD 
FOR GAS NETWORK CONTRACTS 





Madrid 9/7~—Two international consortia have emerged 
as front-runners to build and operate Portugal's gas 
terminal and pipeline system, according to a senior energy 
department official. 

The two are Royal Dutch/Shell with British Gas, and 
Total with Gaz de France and Sonatrach. Both consortia 
were formed after Portuguese authorities sent out letters to 
possible bidders asking them to declare an interest. Final 
feasibility studies into the gasification plan are currently 
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about to start, and an official tender will be announced in 
first-quarter 1989. 

The proposed plan would include an LNG terminal to be 
bult at Setubal, near Lisbon and a gas pipeline along the 
Atlantic coast linking the country's principal cities of Lis— 
bon, Coimbra, Porto and Braga. 

Other companies in the running who haven't been dis— 
qualified include Enagas, Catalana de Gas, British Petroleum, 
Ruhrgas and Snam. According to Portugese officials, the 
main criteria for judging propositions will be a long-term 
commitment to the project. "We want a consortium which 
will design, build and operate the network. We don't want 
engineering or service companies which will take their profit 
and run,"' commented an official. 

Apart from the question of viability of the project, one 
of the main aims of the study that's about to begin is to 
what extent the government should get involved. This in- 
cludes whether fiscal incentives should be available to the 
consortium or whether European Community regional aid 
ought to be applied for. 

Legislative Remedy 

The Energy Dept. has made it clear that it wants local 
operator Petroquimica e Gas de Portugal (PGP) to play a 
leading role in the project, including taking responsibility for 
marketing the natural gas to end-users in Lisbon. Until 
recently, PGP produced town gas for Lisbon while the na— 
tional electricity company, Electricidade de Portugal (EDP) 
distributed it. PGP is currently being restructured and EDP 
has now handed over distribution and marketing of the town 
gas to PGP in a move aimed at giving the company mar~ 
keting experience. The government is also promoting the 
creation of smaller regional gas distributing companies for 
other areas of the country. The companies will start mar- 
keting propanated air in the years before the gas system 
comes on stream. 

Meanwhile, one of the main obstacles to handing the 
gasification project tc an independent group was recently 
overcome when Parliament changed a law stating that gas 
is a strategic industry and, as such, is an exclusive mo- 
nopoly of the state. New legislation setting out the basic 
rules for gas operators has already been prepared and is 
expected to be passed by the Portuguese cabinet in 
October. 

Finally, a linkup with the European network via Spain 
isn't being written off. However, the Portuguese want to 
see the Spanish connection with France completed before 
going ahead and they want Spain to pay part of the costs 
of the Portuguese connection.-—Paul Mollet 





KHOMEINI SCOLDS MUSAVI OVER RESIGNATION 





Bahrain 9/7--Iran's spiritual leader Ayatollah Khomeini 
delivered a sharp public rebuke to Prime Minister Mir 
Hussain Musavi for submitting his resignation over a dis— 
pute with Parliament about the future makeup of Musavi's 
cabinet. 

in an address made the night of Sept. 6, Khomeini said 
that, "We shouldn't do things in anger which the enemies of 
Islam could take advantage of,'' Tehran radio quoted him as 
saying, in apparent reference to the delicate-—and currently 
stalled——ceasefire negotiations in Geneva with Iraq Kho- 
meini criticized Musavi for submitting his resignation with— 
Out notifying Khomeini or other iranian officials ahead of 
time. 

"Continue your services in the framework of Isiam and 
the constitution from the trench of premiership .. . it's 
Parliament's legal right to vote for any minister it wants 
to," Khomeini said, and added, "Since | like you, there are 
things of which i will notify you when we meet.!! 

Musavi on Sept. 6 withdrew his resignation offered Sept. 
5 (ON 9/7). His resignation was turned down Sept. 6 by 
President Ali Knameini. Gulf-based observers say the 
events of tne past few days in Iran represent an ongoing 
power struggie over economjc policy. Musavi is a strong 
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supporter of strict government controls over the economy, 
while Khameini and members of Parliament representing the 
merchant class favor loosening the shackles on free 
enterprise. 


MEDIATOR IN IRAN-IRAQ TALKS MEETS WITH 
PRINCE BANDAR, BUT NOT FOREIGN MINISTERS 





Geneva 9/7-—The UN mediator in the Iran-Iraq peace 
talks met today with delegations of the two countries, but 
the foreign ministers continued to stay away from the 
talks. A UN spokeswoman also confirmed that the media— 
tor, Jan Eliasson, Sweden's ambassador to the UN, met the 
evening of Sept. 6 with Saudi Arabian envoy Prince Bandar 
bin—Sultan. 

The meeting between Eliasson and the Iraqi delegation 
was the first since Sept. 4. 

The spokeswoman rejected speculation that the talks 
were merely marking time. "Eliasson is aware of the im- 
portance of maintaining the momentum of the talks," she 
said. 


UK CRUDE OUTPUT DOWN IN JULY VS YR-AGO; 
PIPER-ALPHA SHUTDOWN CONTRIBUTES TO DROP 





London 9/7--The shutdown of Piper Alpha and other 
fields in the Piper—Claymore system after an explosion at a 
platform there on July 6 contributed to a 15% decrease in 
UK crude output in July vs 1987 levels, according to UK 
Dept. of Energy statistics released today. 

Crude production in the month was 8.9-million tonnes, 
down from 10,496,000 tonnes in July 1987. Total production 
for May-July was 28—million tonnes, down 4% from a year 
ago, the department said. 

Consumption was up 6.2% to 19.12-million tonnes from 
the same period in 1987, although July's figures showed a 
drop of 213,000 tonnes from a year ago to 6,181,000 
tonnes. The July figure was also down vs June when 
6,653,000 tonnes were consumed. 

During the three month period, natural gas production 
dropped 10.1% to 9.8-million tonnes coal equivalent (c/e) 
and consumption was down 8.7% to 12.7—million tonnes c/e. 
Gas production in July was 2.8-—million tonnes c/e with 
consumption at 3.5-million tonnes, both down from June. 


TRANSCANADA SUBMITS PLAN TO BUILD PL 
TO BRING WESTERN GAS INTO ONTARIO, QUEBEC 





Calgary 9/7--TransCanada PipeLines said it filed an 
application Sept. 6 with the Nationa! Energy Board (NEB) to 
build a C$3.1—million, 3.3-kilometer pipeline under the St. 
Clair River near Sarnia, Ontario. The bid is being submit- 
ted as an alternative to a previously announced $9.3-—million 
Union Gas project (ON 6/21). 

But there are indications TransCanada would not use the 
link to import much, if any, low cost U.S. natural gas into 
southwestern Ontario, which is the objective of the Union 
project. TransCanada said in its NEB application that it 
would ship gas from western Canada through the Great 
Lakes system to supply Ontario and Quebec customers. 

Union Gas and an associated company, St. Clair Pipe— 
lines, are seeking approval from the Ontario Energy Board 
and NEB to import about 200,000 Mcf/yr of U.S. gas 
through a hookup with Michigan Consolidated Pipeline 
Corp. 

St. Clair president John Bergsma said the TransCanada 
application doesn't come as a surprise because "the rum— 
blings were there." He added the TransCanada application 
doesn't offer anything new, while his company is "trying to 
do something completely different." 

NEB said it will combine the two applications into a 
single hearing starting Sept. 20. 
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U.Se, ARGENTINE PARTNERS PLAN TO INVEST 
$800—MILLION IN LPG, OTHER GAS PROJECTS 





Buenos Aires 9/7--A group of U.S. investors and un- 
identified Argentine partners have proposed to make $800- 
million in investments over 6 yrs in the natural gas sector 
in the Neuquen Province, 1,276—km southwest of here. 

Argentine officials said U.S. investors including Brown & 
Root International, Enron Inc. and Westfield Partners Inc. 
would make an initial investment of $300-million to build an 
unspecified number of LPG plants to process 4—million cu 
meters/d of gas into petrochemical feedstock. 

The balance of the investment would be used to help 
finance a gas pipeline network with 6—million cu meters/d 
throughput to serve domestic consumers in central Argenti- 
na, along with storage, handling and loading facilities for 
export of butane, ethane and propane from the port of 
Bahia Blanca. 

According to local reports, the U.S. consortium had pro— 
posed co-financing certain gas exploration and recovery 
projects planned in the Neuquen Province by Yacimientos 
Petroliferos Fiscales (YPF). The U.S. group reportedly 
signed a letter of intent with local Neuquen authorities 
stating that the plan would be totally financed by private 
investors. 

Public works officials here said the gas projects pro— 
posed by the U.S. companies don't conflict with a proposed 
18—-million cu meters/d gas treatment plant in the Loma de 
la Lata gas fields, which would primarily manufacture LPG 
for a nearby petrochemicals complex (ON 7/11). Reserves 
at the Loma de la Lata gas fields are estimated at 
460-billion cu meters. 

The government has formed a committee of officials 
from the Public Works and Energy departments to study the 
offer from the U.S. companies during the next six months. 


EC IMPORTS FROM OPEC SLID 
AT START OF 1988, EUROSTAT REPORTS 





Brussels 9/7--European Community crude and feedstock 
imports from OPEC fell by 9.3% during the first two months 
of 1988 compared to the same period last year, according 
to the latest data released by EC's Eurostat. 

OPEC exports to the EC totaled 38.3—million tonnes in 
January and February 1987. But exports were down to 
34.7-million during the same months this year. The drop in 
OPEC sales was most marked in Greece (-—21%), Beigium (- 
20%) and Portugal (-17%). OPEC exports were up 27.3% in 
the UK and 23.6% in Denmark. 

The biggest drop in exports to the EC was from Saudi 
Arabia, which sold only 5.1-million tonnes of crude during 
the period, compared to 1146-million in January—F ebruary 
1987. EC imports from Iraq rocketed from 3.6-million in 
January-February 1987 to 6.1-million during the same 
months in 1988. 

The provisional Eurostat data shows few other changes 
in the EC's OPEC import pattern. 

Total EC crude imports from outside the EC dipped 
trom 58—-million tonnes during the first two months of 1987 
to 57.2—million during the like 1988 period. 

Crude production in EC member countries increased a 
modest 2.8% to 36.7—million tonnes during first-quarter 
1988, Eurostat reported. Crude and feedstock imports were 
down 06% to 98.2-million during the same period while 
exports were up 2.2% to 24.1—million tonnes. Such stocks 
were down at the end of the three month period by 1% to 
43.3—million tonnes. 

Primary manufacture of products fell by 23% to 1.1- 
million tonnes. Imports were also down by 6.6% to 40.1- 
million, while exports fel! by 4.1% to 32-million. Product 
stocks at the end of the quarter were 1.5% higher at 77.3- 
million. 


International items 





CANADA: With the filing of articles of arrangement 
today, Nova Corp. has acquired Polysar Energy & Chemical 
Corp. as agreed to last month, according to a Nova state— 
ment (ON 9/2). Each common share of Polysar, other than 
those held by Nova, is to be exchanged for $14.50 and 
one-half of a Nova common share. 

* * * 
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CANADA: Trilogy Resource Corp. and Nissho Iwai of 
Japan have entered into a joint venture agreement calling 
for $5-million in development drilling, which Gerald L. Roe, 
CEO of Trilogy, said "will greatly accelerate Trilogy's de- 
velopment crilling at West Bigoray and Gull Lake in 
Alberta.!! 

* * * 

NORWAY: Peconor is one month behind schedule on 
construction of the Ekofisk breakwater concrete structure 
for Phillips Petroleum Co. (ON 2/9). A Phillips spokesman, 
however, said the company is confident the slipforming of 
the 106—meter—high wall in a west Norway fjord could start 
as planned in mid-November. The towout date of next May 
29 allows for some delay if necessary for installation of 
the breakwater wall within the 1989 North Sea weather 
window, he said. 


* * * 

NORWAY/W. GERMANY: Friedhelm Gieske, president of 
Rheinisches—Westfaelisches Elektrizitaetswerk (RWE), 
speaking to the Oslo daily Dagens Naeringsliv, says he 
expects negotiations between RWE and Statoil on a joint 
venture for product marketing to be completed by the end 
of the year. Gieske says the aim is joint ownership be- 
tween an RWE subsidiary and Statoil for marketing products 
from the latter's Mongstad refinery, which is being upgrad— 
ed. "We need the products and Statoil needs our retail 
setup,'' Gieske says. A Statoil spokesman confirms the 
negotiations timetable, but says a joint company is one 
among several concepts being discussed. 


. * * 


UK: Oil and gas independent Cariess pic has agreed to 
merge with Ryan International pic, a coal mining and trading 
concern, the two companies announced Sept. 7. The pack- 
age involves an offer of 17 Carless shares for every nine 
Ryan shares. At an estimated value of 98 pence/share, 
the total price is estimated at 267-million pounds sterling. 
Carless has a small portfolio of UK oil and gas interests, 
mostly onshore, including a 28.12% stake in Humbly Grove 
and 7.5% in Wytch Farm. 

” * « 

UNITED NATIONS: A resolution asking governments to 
exercise "stricter and more effective controls" over indus— 
trial waste in developing countries was passed by the UN's 
Committee on Crime Prevention & Control on Aug. 30 in 
Vienna. The resolution calls for governments to examine 
existing domestic environmental legislation and urges com— 
pensation for those affected by environmental violations. 





| UNITED STATES 





TWO LOUISIANA INDEPENDENTS CHARGED WITH 
FLOWING TAINTED OIL INTO SHELL PIPELINE 





New Orleans 9/7--Two independent oil suppliers near 
New Orleans have been flowing contaminated oil into Shell 
Pipeline Corp.'s Ship Shoal pipeline, U.S. Attorney John Volz 
charged in warrants unsealed in federal court here. 

Volz said his office is investigating whether to bring 
fraud charges against the two suppliers. The Shell pipeline 
feeds into the Capline Pipeline system, carrying oil supplies 
from Louisiana to customers in the Midwest, Volz said. 

The quantity of oil involved wasn't identified, but Volz 
indicated it was "significant." 

Volz said La Jet Petroleum Corp. of St. James, La., and 
Challenger Petroleum USA of Norco, La., introduced oil con- 
taminated with chlorides into the pipelines rather than the 
Louisiana sweet crude they were supposed to be shipping. 

The FBI has staged raids of the offices of the indepen— 
dents, seizing records, bills of lading, gauging reports, in- 
voices, summary reports and lab reports of all oil analyses 
conducted by La Jet, Challenger or third parties. Volz will 
take samples from all oil tanks on La Jet and Challenger 
properties. 

Names of all sellers and buyers of oil and oil products 
from La Jet and Challenger are also being sought, an at- 
torney in Volz' office said. 

Shell, La Jet and Challenger officials declined to com- 
ment. Shell found the contaminated oil last July, after a 
tip from an unnamed source, Volz' office said. 
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AFRICA SANCTIONS BILL 
FACES DIM FUTURE IN SENATE 





Washington 9/7--Legislation imposing economic sanc- 
tions against South Africa was introduced in the Senate 
today and will be considered by the Senate Foreign Rela- 
tions Committee Sept. 8. 

The legislation is similar to a bill passed by the House 
Aug. 11, and includes provisions prohibiting the granting of 
domestic oil and gas leases to any U.S. company that has 
investments in South Africa or exports crude or products 
to South Africa. The proposed legislation would also bar 
U.S. citizens or companies from directly or indirectly trans— 
porting crude or product to South Africa. 

The legislation faces an uncertain future in the Senate. 
Sen. Helms (R-N.C.) has indicated he will offer about 40 
amendments to the bill, which "could dilute the bill badly," 
acknowledges Sen. Cranston (D-CA), one of the sponsors. 
Dealing with the Helms' amendments could also prolong 
consideration at a time when Congress will be rushing to 
complete business and adjourn for the year. 

Even if the bili passes the Senate, both Cranston and 
another sponsor, Sen. Simon (D-IL), say they're not sure 
of getting any Republican support for the measure other 
than from Sen. Weicker (R-CT), another sponsor. "The 
probability is we won't have enough votes to override a 
veto," Simon says. But Cranston insists the bill's propo- 
nents are "not prepared to water the measure down to get 
Republican votes." 


HEAVY DEMAND, CALIF. FUEL OIL RESTRICTIONS 
FORCE UP SPOT NATURAL GAS PRICES FOR SEPT. 





Houston 9/7--Spot natural gas prices for September 
ranged from $1.25-1.80/million Btu, up as much as 20 
cts/million Btu from August (ON 8/4) on some pipeline 
systems, according to Natural Gas Clearinghouse's monthly 
survey. This is the first time since the survey began in 
1985 that prices have increased in September. 

NGC attributed the increase in part to heavy demand 
from electric utilities in California and restrictions on the 
ability of utilities and industries in southern California to 
burn fuel oil because of air quality standards. Other fac— 
tors were injection of large quantities of gas by pipelines 
and local distribution companies and high air conditioning 
load in Texas and Louisiana. 

Survey prices refiect NGC's estimates of median levels 
for one month spot transactions, based on prices quoted by 
industrial end users and local distribution companies. A 
comparison of September and August spot prices per million 
Btu at various pipeline receipt points follows: 


Pipeline Receipt Point/Zone 
AR Custer County, Okia. $ 
AR Eunice, La. 

Columbia Gas Onshore Laterals, La. 
El Paso Pecos/Waha, Tex. 
Houston Pipeline Systemwide 

Louisiana Intrastates Systemwide 

Natural Gas Pipeline Amarillo leg 
Northern Natura Beaver County, Okla. 
Northwest Pipeline Ona! , Wo. 

Oklahara Natura! Gas Oxlahare 

Panhandle Eastern Beaver County, Okla. 
Southern Natur2! Southern Louisiana 
Tennessee Gas PL Vinton. La. 

Texas Eastern Zone A (Texas) 

Texas Gas Trans. Zone 1 (Northern La.) 
Transco Western Louisiana 
Uni tec Onsnore Loutsiana 


o 
o 





Ww 
- 
wee eke eee eee et et at at 
Re 2 tt ae Se 
eA 
Omac 


BESRABaE 


DOWMAMNAMNUNWNS 


AnDUDUURRNHNUHNAINY 


SRSARSSS: 
AAU Un 


ENSERCH TO DISPOSE OF WELL SERVICES UNIT, 
TAKE $220—MILLION 3RD-QUARTER WRITEDOWN 





Houston $/7--Enserch Corp. said it plans to dispose of 
its Pool Co. subsidiary, a Houston—based well servicing and 
production services firm with some 580 rigs worldwide, and 
to take a $220-—million after-tax writedown in the third 
quarter: 

Alternatives tnat incluce saie to a third party or a pub- 
lic Offerins Stock are beinc consiaered for Pool, whic: 


was iast profitable in 1952 and lo: eo’ in 198° 
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said Enserch chairman and president W. C. McCord. "In 
any event, it is intended that Pool will be handled as a 
complete unit in generally its present corporate form," he 
added. 

If a public offering is made, Enserch shareholders will 
be given first opportunity to purchase the new stock, 
McCord said. Market conditions prevented a 20% offering 
of Pool stock last year. 

The writedown will cause Enserch to have a loss for the 
quarter and for the year, but "we have taken this action as 
the best move for shareholder value,"' McCord said. 
Enserch will continue with its natural gas transmission, 
petroleum exploration and production, and engineering and 
construction businesses, all of which are expected to be 
profitable. 


OFFICIALS INVESTIGATE CAUSE OF 
MISS. RIVER CARBON BLACK SPILL 





New Orleans 9/7--U.S. Coast Guard officials have be- 
gun an investigation to determine what caused an Exxon 
tanker, the Esso Puerto Rico, to rip a 10—by—4—-ft hole in 
its hull while traveling the Mississippi River on Labor Day, 
spilling 23,500 bbl of carbon black into the river. 

Officials said the tar—like oil, used to make auto tires, 
is nontoxic. 

The extent of damage to the ship is not yet known, and 
the ship won't be aliowed to leave the port here for its 
destination without Coast Guard permission. 

Officials are also trying to decide whether to let the 
carbon black wash out to the Gulf of Mexico or force Ex- 
xon to clean it up. 


KERN RIVER SEES SECOND CONTRACT 
FOR PROPOSED CALIF—WYOMING GAS PIPELINE 





Denver 9/7--Kern River Gas Transmission Co. officials 
told the Wyoming Natural Gas Pipeline Authority Sept. 6 
that it expects to sign a second major contract within a 
month for delivery of gas to California. 

Kern River officials said the agreement would be similar 
to an agreement to transport 175,000 Mcf/d for Chevron 
USA that was announced in July. 

The company plans to buila a pipeline with initial capac- 
ity of 700,000 Mcf/d from Wyoming to California. Officials 
said Kern River would commit to construction after obtain— 
ing contracts from producers to carry a totai of 500,000 
Mcf/d of gas. Company vice president Cuba Wadlington 
said that target should be reached later this year. 


DEMAND FOR ALASKAN COOK INLET GAS 
DEPENDS ON GROWTH IN EXPORTS, STUDY SHOWS 





Washington 9/7--Natural gas produced in Alaska's Cook 
Inlet is likely to rema‘n in surplus supply unless demand 
from the export marke: increases, according to a report by 
consultants ICF inc. prepared tor the Alaska Power Author— 
ity. 

The report notes that tne Cook Iniet gas market has 
‘important difference:" frov. 2 "classic! competitive market 
because there arc “tTev*' ouyers and sellers. Phillips 66 
Natural Gas Co. and Marathen Oi! Co. are currently the 
only LNG exporters, deiivering 1-million tons/yr to Japan 
(ON 8/10). !CF concludes tnat LNG exports represent the 
key market for the future of Cook Inlet gas. 

ICF says it found that Cook Inlet gas cannot compete 
for California's methanol market because of methanol's 
estimated low vaive as 2 substitute for gasoline in that 
state and the estimates hich cost of production and trans— 
portation trom Ajasa 

The stucy predic that gemand tor gas to generate 
electricity wil! "din slighth#' in the eariy 1990s when a 
hydroelectric facility in Alaska displaces some gas-fired 
generation. 


Using a scenario based on 2 "consensus" of government 
and industry forecasts, ICF estimates that in 1990 No. 4 
fuel oii would be pricea at $3.54/million Btu (1937 dollars) 
for electric generation =: the Fairbanks area, and that the 
price woulo increas: >4.23/million Bry 1995. Cook 
Inlet gas expect: t nave "“margine’’ vaiue of 
$2.28 /miition etc @ generation - 1990. aecreasin: 
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slightly by 1995 to $2.22/million Btu. {CF predicts that 
LNG export demand will increase beginning in 1995. 

ICF's consensus prediction puts world oii prices at 
$20/bbI in 1990, $30/bbI in 2000 and $40/bb; in 2010. This 
forecast also says that OPEC will regain contro! of the 
world cil market after 1990 and "use its market power! to 


increase oil prices at about 3.5%/yr in real terms through 
2010. 


~~ 
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HOUSE SUBCOMITTEE OKAYS EXTENSION 
OF U.S. TERRITORIAL SEA TO 12 ML 





Washington $/7--The House Merchant Marine Oceanog- 
raphy subcommittee by voice vote approved legislation that 
would extend the U.S. territorial sea from 3 to 12 mi., and 
yt) extend the contiguous zone from 12 to 24 mi. (ON 
8/11 

The legislation, H.R. 5069, would assert U.S. jurisdiction 
to these new boundaries for international purposes only. 
The bill also would establish a Territorial Sea Commission 
to recommend to the Administration and Congress if these 
extensions should apply to domestic law and which laws, if 
any, should be amended to reflect these changes. The 
commission would have to make its report in one 
year. 


HERRINGTON SEEKS OIL PL DEREGULATION, 
BUT ELECTION~YEAR CONGRESS UNLIKELY TO ACT 





Washington 9/7--Energy Secretary John Herrington sub— 
mitted legislation to Congress tcday to end rate regulation 
of most existing oil pipeiines and all new ones. 

A House Energy & Commerce Committee aide told 
OILGRAM NEWS, however, that Congress will just bareiy 
have time for a hearing on the measure this year 
and that a vote will have to be put off until next 
year. 

Herrington's proposal would end current Federal Energy 
Regulatory Commission jurisdiction over oil pipelines, except 
the Trans—Alaska Pipeline System. For those pipelines 
determined to be operating in non-competitive markets, the 
Secretary of Energy would have authority to determine 
whether rate regulation is "in the public interest." 

Continued regulation would be in the form of a "orice 
cap," adjusted by an index based on price changes in com— 
petitive pipeline markets. This rate structure would simu— 
late a competitive environment and wouldn't be based on 
cost-of-service ratemaking, Herrington said in a statement. 
He said the proposal would eliminate much of the "needless 
and burdensome" regulation and could be "put into effect 
easily." 


No. 174 


Panhandle Eastern Corp.: Patrick A. Keener, assistant 
treasurer and assistant secretary for Panhandie Eastern 
Pipe Line Co. and Trunkline Gas Co. subsidiaries, was 
named treasurer and assistant secretary of the parent firm 


and will hold the same positions in the subsidiaries. 
* ® * 


Mobil Corp.: james Q. Riordan, 61, Mobil vice chairman 
and Cite Toca officer, plans to retire a year from next 
Oct. 1, ana Lucio A. Noto, 50, will succeed him as chief 
financial officer, says Mobil. Noto, currentiy Mobil's vice 
president, pianning and economics, will become vice presi- 
dent, finance, this Oct. 1, reporting to Riordan until Jan.1, 
1989, when he will be designated chief financial officer, 
reporting to Chairman Allen Murray. Noto will also be pro- 
posed as a director of Mobil Corp. 

John P. Keehan, 53, vice president, producing, in Mobil's 
Exploration & Producing Division, will succeed Noto as vice 
president, planning and economics, this Oct. 1. 

in a related move, Robert G. Weeks, senior vice presi- 
dent and a director of Mobil Corp. will assume, in addition 
to his current duties, responsibility for Mobil's real estate 
operations, now in the financial portfolio, and for Mobil 
Solar Energy Corp., now in the planning and economics 
portfolio, Mobil said. 

At the same time, Mobil announced two new producing 
vice presidents in its E&P division. Walter S. Piontek, 50, 
vice president, natural gas,- will become vice president, 
North American producing operations, a new position. Doyle 
G. Marrs, 58, currently vice president, producing, responsible 
for E&P operations in Indonesia and Canada, will become 
vice president, international producing operations, also a 
new position. 

Succeeding Piontek as vice president, natural gas, will 
be Edward F. Kondis, 48, currently chairman and CEO of 
Mobil Saudi Arabia Inc. Kondis will assume his new posi- 
tion Nov. 1, when Curtis W. Brand, 44, general manager of 
marine transportation, becomes chairman and CEO of 
Mobil's Saudi Arabian affiliate. 
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APPEC '88 


Visit tne Platt's/EMIS/McGraw-—Hill booth when 
attending the Fourth Asia-Pacific Petroleum Confer- 
ence and Exhibition at Raffle City Convention Center, 
Singapore, Sept. i8-21. Keynoting the conference 
will be Nigerian i] Minister Rilwanu Lukman, current 
president of OPEC, and Egyptian Oil Minister Abdul—- 
Hadi Qandil. For further information, contact: Times 
Conferences Pte Ltd., 19 Tanglin Rd., Singapore 1024. 
Phone: (65) 734-9385 or 235-5222. Telex RS 40113 
ATT. Fax (65) 737-9027. 








NYMEX CRUDE FUTURES DAILY REPORT 





New York 9/7--—Futures prices on the New York 
Mercantile Exchange closed down between 1-8 cts 
today vs Sept. 6. 

The settlement prices (S.P.) are official. Volume 
figures are estimates. All figures are of crude fu- 
tures contracts for the four nearest open trading 
months. The benchmark crude on the Exchange is 
West Texas Intermediate. Following are such data 
for October—january: 

Oct. Nov. Dec. Jan. 
S.P. $14.16 $14.0 314.2% 314.3% 
Vol. 26,707 43,567 13,525 3,249 














| MANAGEMENT MOVES 





Coastal Corp.: Robert D. Jewett, vice president and 
general manager of Scallop Petroleum Co. (Shell) in New 
York, joined Coastal in London, where he will be a director 


of Coastal States Petroleum (UK) Ltd. and a vice president 
of Holborn International Ltd. 
* 


* . 





